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Board of Director’s report

General
Sparebanken Sgr is an independent financial institution that engages in banking, securities trading and real estate brokerage
activities in Agder, Rogaland, Vestfold and Telemark.

Real estate agency activities are conducted through the subsidiary Sermegleren. General insurance and personal insurance
products are supplied through Frende, an insurance company partly owned by the bank. The bank is also a part owner of Norne
Securities, a security trading company, and Brage Finans, a provider of leasing products and vendor s lien.

Highlights in Q12021

«  Efficient operations and low costs

*  Good results from Frende, Brage and Sgrmegleren

+  Netentry on losses on loans

*  Annualised growth in lending of 4.8 percent

*  Annualised growth in deposits of 5.5 percent

+  Return on equity after tax of 8.4 percent

« Common equity tier 1 (CET) ratio of 15.8 percent and Leverage Ratio of 9.2 percent

Financial framework conditions

The Covid-19 pandemic continues to affect the Norwegian economy, and the year commenced with a further tightening of public
health restrictions. Despite this, the financial markets have improved and a significant increase in activity after the summer is
expected. The economic upturn experienced in recent months has been driven by higher consumer spending in particular. The
speed of the vaccination rollout, how long the vaccines will remain effective and the impact of new virus mutations, still remain
uncertain.

The policy rate was kept unchanged, at a record low of zero percent, in March 2021. According to Norges Bank’s (Central Bank of
Norway) assessment of the outlook and balance of risk, the policy rate will most likely be raised during the second half of 2021.
Norges Bank continued to emphasize the uncertainty surrounding further economic recovery.

Norway has room to manoeuvre with regard to economic policy and good welfare arrangements. In addition, the banks are
financially strong. This puts Norway in an exceptional position to weather the crisis. Lower interest expenses could help Norwegian
companies and households through a challenging period of reduced earnings. When Covid-19 restrictions are eventually scaled
back and the situation returns to normal, low interest rates could promote a faster recovery of the economy.

The yields seen in the money- and bond markets have fallen in recent quarters, and have stabilised at a low level in Q1 2021. This
applies both in Norway and abroad.

Annual growth in the general public’s gross domestic debt, C2, totalled 5.0 percent at the end of March. Credit growth for households
and businesses was 4.9 percent and 4.4 percent respectively.

On 13 March 2020, the Norwegian Ministry of Finance decided to reduce the countercyclical buffer requirements for banks from 2.5
percent to 1 percent, with immediate effect. The change was made to help prevent a more restrictive lending practice on the part of
the banks from reinforcing the economic downturn caused by the pandemic. Reference is made to the fact that Norwegian banks
are profitable and financially sound, and have sufficient capital to bear losses in the event of a severe setback. Norges Bank, which
advises the Ministry with regard to the capital buffer level, and provides it with a basis on which to make its decisions, has stated
that it expects to advise a phased increase in the buffer requirement in 2021.

Earnings

Sparebanken Sgr posted a profit before tax of NOK 345 million in Q1 2021, compared with NOK 221 million in the same period in
2020. An increase of NOK 123 million. The Group achieved a return on equity after tax of 8.4 percent in Q1 2021, compared with 5.0
percent in the same period in 2020.
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Net interest income

Quarterly net interest income (NOK million)

Q12020 Q22020 Q32020 042020 Q12021

Net interest income totalled NOK 451 million in Q1 2021, compared with NOK 525 million in Q1 2020, a reduction of NOK 74 million.

Net interest rate fell markedly in the Q2 2020, as a result of Norges Bank cut in the key policy rate to a record-low O percent.
Sparebanken Sar followed up by notifying a reduction in its lending rate in the same period. The bank also implemented
changes in interest rates on some deposits in 2020. The interest rate changes have put pressure on the bank’s overall interest

margin (lending rate - deposit rate).

Net interest income fell slightly in Q1 2021, compared with Q4 2020. This can be explained by fewer interest days in the quarter
and the fact that the group had a larger bond maturity (EUR 500 million) at the end of March. The maturity was prematurely
financed, and meant that the bank had to hold considerably of liquidity through Q1 2021.

Commission income

Quarterly net commission income (NOK million)

Q1 2020 Q2 2020 Q3 2020 Q4 2020 Q12021

Net commission income totalled NOK 87 million in Q1 2021, compared with NOK 70 million in Q1 2020.

Gross commission income in Q1 2021 totalled NOK 103 million, compared with NOK 86 million in Q1 2020.

Q12021 Q12020

The bank’s real estate agency, Sermegleren, has had a solid growth and an increased commission income in Q1 2021.
There has been a decrease in commission income from payment services in Q1 2021, which is mainly due to the loss of currency

exchange income related to less use of credit cards abroad. This was caused by the banks customers reduced traveling as a result
of the Covid-19 situation.
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Financial instruments

Net income from financial instruments totalled NOK 8 million in Q1 2021, compared with NOK -69 million in Q1 2020. The
adjustment is mainly related to changes in the value of certificates and bonds, which were strongly affected by market turmoil
at the end of Q1 2020.

Net income from financial instruments Q12021 Q12020 Change

The accounting effects linked to hedge accounting are mainly caused by changes in the value of basis swaps. Basis swaps are
used to hedge fixed-rate debt issued in euros. The value of basis swaps fluctuates due to market changes, and the fluctuations
are recognised in the income statement. These are hedging instruments, and assuming the underlying bonds are held to
maturity, the change in market value over the term of the instruments is zero.

Income from associated companies

In recent years, Sparebanken Sgr has increased its shareholdings in Frende Holding AS and Brage Finans AS. This has been done
as part of the bank’s strategic efforts to boost its ability to offer relevant, integrated and attractive solutions to our customers.
The move has also been an important step in diversifying the Group’s revenues.

In February 2021, the Group increased its shareholding in Brage from 20.8 percent to 24.9 percent. This transaction has had no
impact on profit and loss, apart from the fact that a larger percentage of Brage’s profits have been recognised in the quarter.

Associates contributed NOK 29.2 million in Q1 2021. This is an increase of NOK 42.7 million compared with Q1 2020, when
contributions from associates totalled NOK -13.5 million.

Sparebanken Sar’s share of the profit in Brage Finans AS totalled to NOK 10.9 million in Q1 2021.
Sparebanken Sar’s share of the profit in Frende Holding AS totalled to NOK 12.6 million in Q1 2021.

Excess value was identified in connection with the stepwise acquisition of shares in Frende Holding AS. This will depreciate over
the relevant assets’ expected economic lifetime. The Group has amortised NOK 5.4 million in excess value in the Q1 2021.

The fair value of shares in Vipps was adjusted in Q1 2021. This had a positive impact on the shares in Balder Betaling AS. The fair

value adjustment totalled to NOK 11.1 million.

Operating expenses

Quarterly operating expenses (NOK million)

01 2020 Q2 2020 Q3 2020 04 2020 012021

Operating expenses amounted to NOK 242 million in Q1 2021, up from NOK 232 million in the same periode in 2020.
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Expenses in the banking business amounted to NOK 205 million in Q1 2021, and are at the same level as the same period in 2020.

Cost-income ratio in the gruop was 42.0 percent (45.1 percent). Cost-income ratio in the banking business were 38.4 percent in
Q12021.

Losses and non-performing loans

Net losses on loans, totalled a net entry on loans amounted to NOK 11 million in Q1 2021, compared to net loss of NOK 61 million
in Q12021. The loss net entry in Q1 2021 is mainly related to model based-calculated losses on loans according to the accounting
standard IFRS9, due to of a positive development in macro.

The Covid-19 pandemic has effected several business sectors, and the government has implemented extensive and wide-ranging
support measures. The Bank has virtually no direct exposure to the oil and offshore industries, which are strongly affected by
the downturn in oil prices. The Bank’s indirect exposure to oil and offshore industries are also low. An estimated 1-2 percent of
the tenants in the Bank’s real estate portfolio are linked to this sector. At the end of Q1 there are still uncertainty regarding the
downside for the Banks customers.

The Group’s impairment losses were calculated to NOK 451 million in Q1 2021, which is equivalent to 0.40 percent of gross loans.
The corresponding figures for 2020 were NOK 455 million and 0.42 percent of gross loans.

Non-performing loans (stage 3) were NOK 946 million, which represented 0.84 percent of gross loans. Definition of non-

performin loans was changed at 1 January 2021, non-preforming loans are still at a very low level.

Loans

Loans in NOK million

Q12020 Q2 2020 Q3 2020 Q42020 Q12021

Over the past 12 months net loans increased by NOK 5.2 billion to a total of NOK 112.8 billion, representing a growth of 4.8 percent.
Loan growth in Q12021 was NOK 1.2 million, representing a growth of 4.4 percent.

Over the past 12 months, gross loans to retail customers increased by NOK 3.6 billion to NOK 74.4 billion, a growth of 5.1 percent.

Gross loans to corporate customers increased by NOK 1.7 billion to NOK 38.7 billion over the last 12 months, representing a growth
of 4.5 percent.

Loans to retail customers accounted for 66 percent (66 percent) of total loans at the end of Q1 2021.
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Deposits

Deposits in NOK million

Qi 2020 Q2 2020 Q3 2020 Q4 2020 Q12021

Over the past 12 months, customer deposits increased by NOK 3.2 billion to NOK 60.8 billion, a growth of 5.5 percent.
Deposits from retail customers increased by NOK 1.5 billion to NOK 29.9 billion, a growth of 5.3 percent.
Deposits from corporate customers increased by NOK 1.8 billion to NOK 30.8 billion, a growth of 6.1 percent.

The bank has chosen to reduce large capital market deposits in 2020, and has had a good increase in smaller, operational
corporate deposits. The decrease in capital market deposits over the past 12 months amounted to NOK 1.5 billion. Adjusted for
capital market deposits, deposit growth over the last 12 months was 8.8 percent for the Group and 13.4 percent for corporate
customers.

Deposits in percent of net loans were 53.9 percent at the end of Q1 2021, up from 53.6 percent at the same time in 2020.

Wholesale funding and liquidity portfolio

The Group’s liquidity situation is satisfactory. The liquidity buffers are adequate and the maturity structure of the funding is well
adapted to the needs of the business. New long-term funding is established through the issuance of covered bonds , senior debt
and senior non-preferred. The Group has also arranged for long-term financing in the international market through

established EMTN programs.

At the end of Q1 2021, wholesale funding amounted to NOK 55.4 billion, of which 75 percent consisted of covered bonds.
Longterm financing (over 1year maturity) had an average maturity of 3.9 years at the end of the quarter.

Liguidity in the Norwegian bond market showed improvement through the last three quarters, and the credit spreads have been
stable through Q1 2021.

The Group's portfolio of interest-bearing securities totalled NOK 20.7 billion at the end of Q1 2021. The Group’s liquidity reserve
(LCR) amounted to 168 percent per March 31, 2021 (163 percent in Parent bank).

Rating
Sparebanken Sgr has an Al rating with “Stable Outlook” rated by Moody’s.

Covered bonds issued by Sparebanken Sgr Boligkreditt AS have an Aaa rating from Moody’s.

Subordinated capital and capital adequacy

At the end of Q1 2021, net subordinated capital totalled NOK 15.4 billion. Total tier 1 capital totalled NOK 13.8 billion and common
tier 1 capital totalled NOK 12.4 billion. At the same date the (total) capital ratio for the Sparebanken Ser Group was 19.5 percent,
the tier 1 capital ratio was 17.5 percent and the common equity tier 1 (CET1) capital ratio was 15.8 percent (based on Basel II).
Brage Finans AS is proportionally consolidated in accordance with the rules on cooperative groups
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The parent bank had a (total) capital ratio of 21.4 percent, a tier 1 capital ratio of 19.0 percent and a CET1 capital ratio of 17.0
percent at the end of Q12021.

In 2018, the Pillar 2 requirement for Sparebanken Sgr was set to 2.0 percent of risk-weighted assets. The Financial Supervisory
Authority (FSA) was intended to asses the group’s risk and capital requirements (SREP) in 2020. However, the authority did
not issue any new Pillar 2 decision in 2020 due to the Covid-19 pandemic. The bank will therefore undergo a new SREP in 2021.
The Group performed an Internal Capital Adequacy Assessment Process (ICAAP) in 2020, which indicated that the Pillar 2
requirement should be set significantly lower, and should not exceed 1.5 percent of risk-weighted assets.

In Q12021, the Norwegian Ministry of Finance decided to reduce the countercyclical buffer requirements for banks from 2.5 percent
to 1 percent, with immediate effect. The buffer requirement was lowered to prevent stricter lending practices by the banks from
intensifying the recession due to Covid-19. Norges bank, which prepares the basis for the decision and advises the Norwegian
Ministry of Finance on the capital buffer level, has declared that it expects to advise a phased increase in the buffer requirement
in 2021. Any increase in the countercyclical capital buffer will not take effect until 12 months after the Ministry of Finance has
made its decision. The bank’s capital forecasts include an estimated 0.5 percentage point increase in the countercyclical capital
buffer in 2022. In the bank’s capital plan, it is estimated that there will be full coverage of a total increase of 1.5 percentage points
in the period 2022-2024.

The Group met the capital requirements of, respectively, 13.0 percent for CET1, 14.5 percent for tier 1 capital and 16.5 percent for
total capital by a solid margin. The Group’s internal target is a CET1 capital ratio of 15.3 percent.

The Ministry of Finance has adopted regulatory amendments that put the EU Capital Requirements Regulations CRR/CRD IV into
effect as at 31 December 2019. The systemic risk buffer requirement will increase from 3.0 to 4.5 percent. The Group, which uses
the standard method to calculate capital adequacy, will meet the increased system risk buffer requirement with effect from 31
December 2022.

It remains unclear when the changes in the EU’s banking regulations will be implemented in Norway. This will affect, among other
things, Part 2 of the SME discount. The Group’s analyses show that the reduction in risk-weighted assets, as a result of Part 2 of
the SME discount, will increase CET]1 ratio by approx. 0.6 percentage points.

The Group will comply with the new requirements by 2022, as well as secure necessary buffers above the minimum requirement.

An important part of the Group’s objective is that the common equity tier 1 capital ratio should be on par with that of comparable
banks. Of the major regional banks, only Sparebanken Sar uses the standard method for the calculation of capital adequacy,
and today the Bank has a higher leverage ratio than the other regional banks. Sparebanken Sgr has implemented a process to
apply to the FSA for the approval of internal models for the calculation of capital adequacy (IRB). The work on preparing an IRB
application is a high priority area for the Bank. However, the work is more extensive than originally assumed, partly as a result of
changed requirements from the EBA affecting the Bank’s model development.

The Group's Leverage Ratio stood at 9.2 percent at the close of Q1 2021, compared with 8.9 percent at the close of Q1 2020. The
Bank’s capital adequacy is highly satisfactory.

On 18 December 2020, the bank received a decision on the minimum requirement for the sum of subordinated capital and
convertible debt (MREL) from the FSA. MREL and internal recapitalisation is a key element of the Bank Recovery and Resolution
Directive (BRRD). The MREL requirement is 32.0 percent of the adjusted risk-weighted exposure amount based on the bank’s
balance sheet as of 31 December 2019. The Group will fulfil this requirement by 1January 2021. The requirement for subordinated
capital must be met by 1 January 2024, and can be phased in, as the Group, up to this point, can include unsecured senior bond
debt with a remaining term of at least one year in its fulfilment of the minimum requirement. A phase-in of subordinated loan
capital must be linear, so that the Group, during 2021, will phase in at least 1/3 of the remaining need for subordinate capital
during the 2021-2023 phase-in period, calculated as of 31 December 2020.

In January 2021, Sparebanken Sgr issued a senior non-preferred bond (Tier 3) with a nominal value of NOK 1 billion with a

maturity of 6 years and first call option for the issuer after 5 years. Sparebanken Sar has per. March 2021 issued NOK 3 billion in
senior non-preferred debt.
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The bank’s equity certificates

As at 31 March 2021, the Bank had issued 15 663 944 equity certificates. Earnings per equity certificate (for the Group) came to
NOK 2.7 and comprehensive income per equity certificate came to 2.4 in Q1 2021. The ownership ratio at the end of Q1 2021 came
to 16.1 percent. Hybrid capital classified as equity has been excluded when calculating the ownership ratio.

Dividends
Through solid, stable and profitable operations, Sparebanken Sgr will ensure that its equity certificate holders achieve a
competitive return in the form of dividends and appreciation in the value of their equity certificates.

Profit will be distributed between equity certificate capital (equity certificate owners) and primary capital based on their share
of the equity .

Sparebanken Segr’s need for capital, including regulatory capital adequacy requirements, investors’ expectations and the Bank’s
strategic plans, will be taken into account when determining the annual dividend.

The aim is for approximately 50 to 70 percent of the equity certificate holders’ share of the year’s profit after tax to be distributed
as a dividend.

The Board of Directors proposed to the Board of Trustees that a dividend of NOK 14 per equity certificate be paid out as a
dividend for 2020. This includes a dividend of NOK 8 per equity certificate for 2019, which had previously been withheld. This
amounts to approx. 69 percent of the Group’s profit per equity certificate in 2019. The dividend for 2020, totalling NOK 6 per
equity certificate, amounts to approx. 53 percent of the Group’s profit per equity certificate in 2020. The proposal presumes that
an application be submitted to the FSA.

For 2019, the bank transferred the entire profit belonging to shareholder capital to the equalization fund. This was required under
the guidelines applicable at that time, which did not permit the boards of savings banks to distribute surplus funds on the basis
of an authorisation issued by their board of trustees.

On Friday, 5 March 2021, the Norwegian FSA rejected Sparebanken Sgr’s application regarding dispositions from the equalization
fund. Rejection was based on the uncertain macroeconomic outlook and that the Financial Supervisory Authority of Norway is
generally reluctant to allow disposition from the equalization fund, cf. consultations regarding notice on fund issues in savings
banks with equity certificates. As a result, a dividend of NOK 10.40 per equity certificate was paid out to certificate holders in
April 2021. The payout was the maximum possible without dispositions from the 2020 equalization fund. The board appealed the
FSA’s decision to the Ministry of Finance as the appropriate appeals body.

On 24 February 2021, the Ministry of Finance amended the Regulations relating to Financial Institutions, so that savings banks
are now also able to distribute surplus funds pursuant to an authorisation issued to their boards of directors by their board of
trustees. As a result, Sparebanken Sgr’s Board of Trustees has authorised the Board of Directors to determine a further
distribution of dividend after 30 September 2021. The Board’s authorisation is capped at a potential payout of NOK 3.60 per
equity certificate to those holding certificates on the date the Board makes its decision. Any such payout presumes approval
from the FSA, since it will require the equalization fund to be charged.

Subsidiaries and partner businesses

The bank’s wholly owned subsidiary Sparebanken Sgr Boligkreditt AS is licensed to issue covered bonds which are used as an
instrument in the bank’s long-term funding strategy. As of 31 March 2021, the bank had transferred NOK 45.9 billion to
Sparebanken Sgr Boligkreditt AS, equivalent to 61 percent of all loans to the retail market.

The Bank’s own real estate business, Searmegleren, is the absolute leader in its field in Southern Norway. Sarmegleren continues
to grow, and now employs 92 people in 18 locations. As at 31 March 2021, Sermegleren made a profit before tax of NOK 4.5

million, compared with NOK -3.5 million in the corresponding period last year.

Frende Holding AS (21.0 percent shareholding) is the parent company of Frende Skadeforsikring AS and Frende Livsforsikring
AS, which provide general insurance and life insurance to retail and corporate customers.

Frede Holding AS posted a profit before tax in Q1 of NOK 72.6 million, compared with NOK -120.9 million in the same period last
year.
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Considering the time of year, technical performance was relatively good in Skade. Good development in insurance claim
frequency, especially on car- and travel insurance. Life insurance have had a somewhat slow start of the year, with a relatively high
number of disability cases. The company’s financial return came to 15.7 percent, which corresponds to a gain of NOK 87 million.

Frende Skade posted a profit before tax of NOK 71.0 million in Q1 2021, compared with NOK -149.6 million in the same period last
year. The company had a total of NOK 2.161 million (NOK 2.120 million) in written premiums, divided between more than 158 000
customers. The market share by the end of Q1 was 3.3 percent. In Q1 2021, the loss ratio stood at 80.6 percent (87.7 percent), while
the company’s combined ratio came to 97.9 percent (105.7 percent).

Frende Liv made a profit before tax of NOK 5.8 million in Q1 2021, compared with NOK 34.9 million in the same period last year.
Written premiums was NOK 561 million (526 million) at the 31. March 2021.

Brage Finans AS (24.9 percent shareholding) is a financing company that offers leasing and loans secured by the purchased
objects in the corporate and retail market. The company headquarter is located to Bergen and there are branches in Stavanger,
Kristiansand, Alesund, Haugesund and Kragerg. Distribution of the products is provided mainly through owner banks and retai-
lers, in addition to the company’s own organisation

In Q12021, Brage Finans AS (Brage) continue to make good results, had growth in the loan portfolio and a solid capital adequacy
ratio. Profit before tax in Q1 amounted to NOK 62.0 million, compared with NOK 44.0 million in Q1 2020. The profit results in a
return on equity of 9.8 percent, up from 7.1 percent in Q1 2020.

At the end of Q1 2021, Brage had a gross lending portfolio of NOK 14.8 billion, an increase of NOK 2.4 billion compared with the
same period in 2020.

Norne Securities AS (171 percent shareholding) provides online trading, traditional brokerage and corporate finance services.

Norne has further enhanced its role as Norway s leading advisor and facilitator regarding equity certificates in Norwegian saving
banks. The company has further concentrated its business in two market areas: online stock and fund trading related to the retail
market, and Corporate Finance and Investment Advice to the corporate market and professional investors.

Balder Betaling AS (22.2 percent shareholding) is owned by Sparebanken Sgr in conjunction with 14 other savings banks. The
company has a 10.6 percent stake in Vipps AS, and aims to further develop Vipps along with the other co-owners.

Outlook

The Covid-19 pandemic has had a major impact on society since March 2020. Extreme measures have been taken by the
authorities, both nationally and internationally, to prevent the spread of infection. This has damaged the economies of Norway
and our trading partners, although the government’s use of monetary policy initiatives seems to have had a positive effect on
the economy. The Norwegian economy has picked up, and the financial markets have stabilised. The start of 2021 was once again
impacted by rising infection rates, which led to a tightening of public health restrictions. Vaccination of the population is
underway, and economic growth is expected to accelerate as 2021 progresses.

Sparebanken Sgr’s board of directors has adopted guidelines that ensure that refinancing in the bond market is normally
undertaken well before the date of maturity. This policy has contributed to the Bank’s solid financial position. The Bank has a low
risk in its lending portfolio and a considerable loss-absorbing capacity due to a high equity ratio. The Bank operates in a remarkably
cost-effective manner and the underlying operations are good.

Residential property prices in the bank’s main markets have shown a positive, though moderate development over several years.
Statistics for Q1 2021 indicate a very positive growth in housing prices in the bank’s market area. Activity in the housing market has
been high in the recent quarters, which is reflected in the finanscial results from the group’s real estate agency, Sermegleren. The
group’s mortgage loans are well secured.

The Group has a Tier 1 capital requirement of 13.0 percent, including pillar 2-additions of 2.0 percent. The Group has a Tier 1 capital
target of 15.3 percent. At the end of Q1 2021, the Bank’s Tier 1 capital was 15.8 percent, well above the regulatory authorities’

requirement.

The Ministry of Finance has adopted regulations that put into force the EU’s capital requirements regulations CRR / CRD IV as of
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31 December 2019. The systemic risk buffer requirement will increase from 3 to 4.5 percent. The Ministry of Finance will lay down a
transitional rule for banks using the standard method or basic IRB, which means these banks must first meet an increased systemic
risk buffer requirement with effect from 31 December 2022. The Group will through solid operation, adapt to the new requirements
by 2022 and ensure that the necessary buffers are above the minimum requirement.

The Group has a long-term ambition for lending growth in excess of C2, and a target on return on equity of 9 percent.

The return on equity in 2021 will be affected by loss assessments and developments in the macroeconomic situation throughout
the year. Loss provisions, as of 31 March, have been calculated in accordance with the rules provided in IFRS9, and are based on a
long-term perspective. The impact of the Norwegian government’s measures to support and developments in the
macroeconomic situation are uncertain.

In accordance with its adopted strategy, the Bank will pay close attention to costs and long-term value creation. The Bank’s
investments in technology will continue to contribute to cost-effective operations and make it possible to improve the efficiency
of the branch structure. This, together with good quality credit management, will contribute to continued profitable growth and
development for Sparebanken Ser.

Events after the reporting period
There have been no significant events after March 31, 2021 that affect the quarterly accounts.

Kristiansand, 6 May 2021
Stein A. Hannevik Inger Johansen Mette Ramfjord Harv Knut Ruhaven Saethre
Chairman Deputy Chairman
Merete Steinvag dstby Erik Edvard Tannesen Jan Erling Tobiassen Gunnhild Tveiten Golid
Employee representative Employee representative

Geir Bergskaug
CEO
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Income statement

10.5 3.6 5.0 Profit/diluted earnings per equity certificate
(in whole NOK)
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Balance sheet

PARENT BANK

NOK million

Stein A. Hannevik
Chairman

Merete Steinvag @stby
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Kristiansand, 6 May 2021

Inger Johansen Mette Ramfjord Harv
Deputy Chairman

Erik Edvard Tennesen Jan Erling Tobiassen
Employee representative

Knut Ruhaven Saethre

Gunnhild Tveiten Golid
Employee representative

Geir Bergskaug
CEO



Cash flow statement

PARENT BANK

31.12.
2020
2250
- 792
622

- 782
12

= 219
- 28
1929
3435
2002
8 369

44 944
-46 482
1

-62
-286
-664
-2539

-6 873
2500

-2 959

2 000
350
-666
874

-300
-5144

686

462
1148
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31.03.
2020
719
-159
334
-240
3

11
o
-422
3285
4503
7901

3454
-8 208

-15

-1210
-5979

-2 022
4500

2324

4 246
462
4708

5578
-2 503

-173
1000

-57

200

4 045

-346

1148
802

NOK million

Interest received

Interest paid

Other payments received

Operating expenditure

Loan recoveries

Tax paid for the period

Gift expenditure

Change in customer deposits

Change in loans to customers

Change in deposits from credit institutions
Net cash flow from operating activities

Payments received, securities

Payments made, securities

Payments received, sale of property, plant and equipment
Payments made, purchase of property, plant and equipment
Investments in subsidiaries and associated companies
Change in other assets

Net cash flow from investing activities

Change in loans to credit institutions
Change in deposits from credit institutions
Payments received, bond debt

Payments made, bond debt

Payments made, dividends and interest on hybrid capital
Issue of senior non-preferred

Issue of subordinated loan capital
Buyback of subordinated loan capital
Change in other assets

Issue of hybrid capital

Deduction of hybrid capital

Net cash flow from financing activities

Net change in liquid assets
Cash and cash equivalents as at 1 Jan
Cash and cash equivalents at end of period

31.03.
2021
720
-247
107
-252
2
-184
-13
961
-1291
-1315
-1513

12 146
-11277
10

1319
-2 503
5180
-4 760
-173
1000

107

200

370

-346

1148
802

GROUP
31.03.
2020
1116
-459
86
-257
3
-153
1
-416
1144
4936
3701

3854
=3 353

5709

4 246

462
4708

-2 278
2 374
5000
-3724
-69
2000
350
-666
2490

-300
5177

686
462
1148



Statement of change in equity

Dividend
GROUP Equity Premium Equalization-
NOK million certificates Fund fund

Hybrid
capital

Primary
capital

Gift

Other
equity

Miniority
interests TOTAL
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Notes 17

1. ACCOUNTING POLICIES

The financial statements have been prepared in accordance with International Standards for Financial Reporting (IFRS), including
IAS 34. Unless otherwise specified, the accounting policies applied are the same as those applied in the annual financial
statements for 2020.

There are no new standards applicable for 2021 that have had a material impact on the financial statements.

A tax rate of 25 percent has been used when preparing the quarterly accounts.

Discretionary assessments, estimates and assumptions

With the preparation of the financial statements, the management makes discretionary assessment, estimates and assumptions
that affects the accounting policies and financial records. Please refer to the annual financial statements for 2020 (Note 2 -
Discretionary assessments, estimates and assumptions) for further details.

The financial item losses on loans and undrawn credit, is subject to a significant degree of discretionary assessments. This item
was in 2020 and has continued to be particularly challenging to quantify, due to the ongoing pandemic. There have been turmoil
and fluctuations in the financial market, but many macro parameters have pointed upwards in Q1 2021. Models used to calculate
future credit losses contains forward-looking macro data, and in events of major changes to the economy, the current models
and parameters must be changed accordingly.

Macro parameters and measures that have been used as input in the loss model is presented in note 5.

2. SEGMENT REPORTING

BANKING BUSINESS 31.03.2021
Report per segment Undistrib. Total banking
Income statement (NOK million) RM CM and elimin. business Segrmegleren Total
Net interest and commission income 270 194 -13 451 0 45]
Net other operating income 40 20 23 84 | 124
Operating expenses 99 27 79 205 36 242
Profit before losses per segment 21 187 -69 329 5 334
Losses on loans and guarantees -2 -9 0 -1 -1
Profit before tax per segment 214 196 -70 340 5 345
Net loans to customers 75772 36 951 78 112 801 112 801
Other assets 26 140 26 140 105 26 246
Total assets per segment 75772 36 951 26 219 138 941 105 139 047
Deposits from customers 32 527 25613 2 683 60 822 60 822
Other liabilities 43 245 11338 9 514 64 098 105 64 203
Total liabilities per segment 75772 36 951 12197 124 920 105 125 025
Equity 14 022 14 022 14 022

Total liabilities and equity per segment 75772 36 951 26 219 138 941 105 139 047
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BANKING BUSINESS 31.03.2020
Report per segment Undistrib. Total banking
Income statementi(NOIIITIENEG RM . CM___andelimin. | business Sermegleren Total
Net interest and commission income 300 213 13 525 0 525

3. SUBORDINATED CAPITAL AND CAPITAL ADEQUACY

MINIMUM CAPITAL REQUIREMENTS

....................... PARENT BANK . NOKmillion . GROUP

31.12. 31.03. 31.03. 31.03. 31.03. 31.12.
.............. 2020 2020 2021 2021 2020CD) 2020(T)

Minimum capital requirements

... AS0%  450% _ 450% _ Minimum Tier | capital requirements  450%  450% _ 450%
............. 250% .250% 250%  Conservationbuffer . ...250%  250%  2509%
............. 300% 300%  3009%  Systemicrisk buffer ... 300%  300%  300%

1.00 % 1.00 % 1.00 % Counter-cyclical buffer 1.00 % 1.00 % 1.00 %
....200%  200% _ 200% _Pilar2requirements . 200%  200% _ 200%
....13009%  1300% 13.00 %  CETIrequirements, incl. Pilar2 . 1300%  13.00%  13.00%
............ 1450%  1450%  14.50%  Tierl Capital requirements,incl. Pilar2 ~ 1450%  1450%  14.50 %
............ 16.50%  1650%  16.50% Total capital requirements,incl. Pilar2 1650 %  1650%  16.50 %
............... 840181028472CET1reqU|rementsmcIP|Iar210245969210137
... 9370 9037 9450  Tierl Capital requirements,incl.Pilar2 1428 10810 1307
............. 10662 10284 10753  Total capital requirements, incl. Pilar2 13004 12301 12867
......2245 218 2653 AboveCETIrequirements,inclPilar2 . 2202 194 2067
................ 2351 ..2571 2930  Above Tierl Capital requirements, incl. Pilar2 2338 2207 2008

2 559 3133 3177 Above total capital requirements, incl. Pilar 2 2 370 2574 1998
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PARENT BANK NOK million GROUP

31.12. 31.03. 31.03. 31.03. 31.03. 31.12.
2020 2020 2021 2021 2020(1) 2020(1)
12136 11839 12 651 Total equity 14022 13215 13752
Tier 1 capital
-1075 -1375 -1275 Equity not eligible as common equity tier 1 capital -1319 -1 375 -11m
-219 -44 =57 Share of profit not eligible as common equity tier 1 capital =57 -44 -219
-41 -30 -45 Deductions for intagible assets and deferred tax assets -53 -30 -48
-42 -46 -45 Deductions for additional value adjustements -29 -32 -31
Proportion of common equity tier 1 capital from Brage Finans AS 366
Deductions for internal eliminations from Brage Finans AS -380
-113 -M -124 Other deductions -117 -114 -138
10 646 10 233 11105 Total common equity tier 1 capital 12447 11606 12204
Other tier 1 capital
1075 1375 1275 Hybrid capital 1319 1375 11
Proportion of tier 1 capital Brage Finans AS 36
1721 11608 12380 Total tier 1 capital 13766 13017 13 315
Additional capital supplementary to tier 1 capital
1600 1900 1650 Subordinated loan capital 1708 1900 1649
Proportion of net subordinated capital Brage Finans AS 49
-100 -91 -100 Deductions from additional capital -100 -91 -100
1500 1809 1550 Total additional capital 1608 1858 1549
13 221 13417 13930 Net subordinated capital 15374 14875 14864

Minimum requirement for subordinated capital Basel Il calculated
according to standard method

25 125 22 Engagements with local and regional authorities 23 125 25
1913 1163 1098 Engagements with institutions 459 788 513
3824 3738 3326 Engagements with enterprises 4938 3775 5164
4787 5000 4735 Engagements with mass market 7 556 6 238 7151
34 598 36 713 36 726 Engagements secured in property 52812 52575 51991
1025 1250 774 Engagements which have fallen due 850 1350 1125
4 075 13 4219 Engagements which are high risk 4219 13 4 075
5612 6150 5188 Engagements in covered bonds 1239 1313 1338
4 813 4138 5 051 Engagements in collective investment funds 1724 2 350 1750
563 638 489 Engagements. other 617 725 638
61233 58 925 61628 Capital requirements for credit and counterparty risk 74437 69250 73768
13 13 Capital requirements for position. currency and product risk 13 13
3 350 3351 3530 Capital requirements for operational risk 4360 4 041 4175
25 38 14 CVA addition 14 38 25
64620 62326 65172 Risk-weighted balance (calculation basis) 78811 73341 77980
Proportionate share of calculation basis Brage Finans AS 2179
Deductions for internal eliminations Brage Finans AS -969
Risk weighted balance after proportionate consolidation 78 811 74 551 77 980
16.5 % 16.4 % 17.0 % Common equity tier 1 capital ratio. % 15.8 % 15.6 % 15.7 %
18.1 % 18.6 % 19.0 % Tier 1 capital ratio. % 17.5 % 17.5 % 171 %
20.5 % 215 % 21.4 % Total capital ratio. % 195% 20.0% 19.1 %
8.1 % 78 % 8.8 % Leverage ratio 92 % 8.9 % 8.9 %

1) Brage Finans AS is proportionately consolidated in the Group’s capital adequacy reporting from Q4 2020.
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4. INTEREST INCOME AND INTEREST EXPENSES

............... PARENTBANK Interestincome ... GROUP
31.12 Q1 Q1 Q1 Q1 3112
2020 2020 2021 NOK million 2021 2020 2020

2020 2020 2021 NOK million 2021 2020 2020

5. LOSSES ON LOANS, GUARANTEES AND UNDRAWN CREDITS
Provisions for loss allowances and loss expense for the period are calculated according to the accounting standard IFRS 9 and are
based on expected credit loss (ECL) using the 3-stage model described in Note 7 of the 2020 financial statements.

As a result of covid-19, the macro situation changed significantly in 2020, which improved at the end of the year. In Q1 2021, there
have been a further improvements in several parameters. The Group’s loss provision in Q1 2021 is based on new assumptions.

IFRS9 model based losses, includes variables in a macro model. The macro model looks to the current PD level, and shows the
expected developement in the next 12 months. In 2020, based on the macro model, the bank expected an increase in PD level
and an increase in loan losses. However, the bank’s corporate portfolio did not follow this expected developement. Extensive
government measures have contributed to relative few negative effekts on the bank’s corporate portfolio. Expected negative ef-
fekts has not been refelected in the corporates accounts for 2020, and have not affected the PD score so far. The Bank has made
an assessment of the macro variables impact on the corporate portfolio, and adjusted the expected PD for the next 12 months.
As a result, reduction in model based losses are lower than it would have been if the macro model’s prediction has been followed
without adjustments.

The following macro variables have been used when calculating impairment losses, as of March 31 2021.
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2021 2022 2023 2024 2025
Housing price % 10.1 3.0 1.2 2.2 2.2
Housing price region % 8.1 2.4 1.0 1.8 1.8
Unemployment % 4.5 4.2 4.0 3.8 3.8
QOil prices, USD 65.6 62.2 59.0 56.9 56.9
Key interest rate 0.1 0.5 1.0 1.3 1.3
Import-weighted exchange rate 107.3 106.4 106.5 106.2 106.2
usb 8.4 8.4 8.4 8.4 8.4
CPI 2.8 1.1 1.5 1.7 1.7

Establishing macro variables involves a significant part of the discretion, as no one knows how large and long lasting the effects
of the crisis will be. Sparebanken Sgr has to a large extent collateralized mortgages on real estate and the determination of these
parameters for housing prices (including real estate) is considered to be the parameters that have the most significant effect on
LGD (loss given default).

In addition, a great deal of uncertainty attaches to future unemployment rates and the determination of this parameter is also
material to the Group’s impairment losses under the IFRS 9 model.

Sensitivity analyses related to the parameters that the Group considers to be most significant in today’s situation, are reproduced
in the table below.

GROUP 31.03.2021
Loan loss provisions 10 percent reduction 20 percent reduction 30 percent reduction 1percentincrease in
NOK million in collateral in collateral in collateral unemployment
Loan loss provisions, CM 49 109 180 10
Loan loss provisions, RM 10 22 37 7
Total 59 131 217 17
PARENT BANK 31.03.2021
Loan loss provisions 10 percent reduction 20 percent reduction 30 percent reduction 1percent increase in
NOK million in collateral in collateral in collateral unemployment
Loan loss provisions, CM 49 108 179 10
Loan loss provisions, RM 5) 12 20 4
Total 54 120 199 14

The authorities have implemented a number of measures to counteract the negative economic effects of COVID-19. Several of
these measures have a direct impact on the Group’s credit risk. The loss model is not suitable for estimating losses with such
comprehensive measures aimed directly at the bank’s customers.

PARENT BANK NOK million GROUP
31.12. 31.03. 31.03. 31.03. 31.03. 31.12.
2020 2020 2021 Loss expense on loans during the period 2021 2020 2020
58 47 -6 Period's change in write-downs stage 1 -8 49 61
26 72 -8 +Period's change in write-downs stage 2 -8 72 23
-3 14 2 +Period's change in write-downs stage 3 3 16 2
8 1 2 + Period's confirmed loss 2 1 8
4 0 2 + Recognised as interest income 2 0 4
12 3 2 - Period's recoveries relating to previous losses 2 3 12
-1 0 + Change in write-downs an guarantees 0 =l

-75 + Adjusments related to government support measures -75

81 56 -10 Loss expenses during the period -1 61 83
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GROUP Stage 1 Stage 2 Stage 3
Expected Lifetime Lifetime
losses in the expected expected

NOK million next 12 months credit losses credit losses  Total

Pr ns for loan losses as at 01.01.2021 101 149 217 468

*Losses on deducted loans relates to losses on loans redeemed.

The tables also include impairment losses on off-balance items (unused credit and guarantees). These are presented as other liabilities in the
balance sheet.

PARENT BANK Stage 1 Stage 2 Stage 3
Expected Lifetime Lifetime
losses in the expected expected

NOK million next 12 months credit losses credit losses  Total

Provisions for loan losses as at 01.01.2021 94 145 217 456

*Losses on deducted loans relates to losses on loans redeemed or transferred between the bank and Sparebanken Sgr Boligkreditt AS.

The tables also include impairment losses on off-balance items (unused credit and guarantees). These are presented as other liabilities in the
balance sheet.
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GROUP

NOK million
Provisions for loan losses as at 01.01.2020

Transfers

Transferred to stage 1
Transferred to stage 2
Transferred to stage 3

Losses on new loans

Losses on deducted loans

Losses on older loans and other changes
Provisions for loan losses as at 31.03.2020

Provisions for loan losses

Provisions for guarantees and undrawn credits

Total provision for losses as at 31.03.2020

*Losses on deducted loans relates to losses on loans redeemed.

Stage 1
Expected
losses in the
next 12 months

39

22
88

70
18
88

Stage 2
Lifetime
expected
credit losses

126

199

185

199

Stage 3
Lifetime
expected
credit losses

231

20
242

237

242

Overrule

Total
396

26

=//5) 5%
-75 455

=75 417
37
-75 455

The tables also include impairment losses on off-balance items (unused credit and guarantees). These are presented as other liabilities in the

balance sheet.

PARENT BANK

NOK million
Provisions for loan losses as at 01.01.2020

Transfers

Transferred to stage 1
Transferred to stage 2
Transferred to stage 3

Losses on new loans

Losses on deducted loans *

Losses on older loans and other changes
Provisions for loan losses as at 31.03.2020

Provisions for loan losses

Provisions for losses on guarantees and undrawn credits

Total provision for losses as at 31.03.2020

* Losses on deducted loans relates to losses on loans redeemed.

Stage 1
Expected
losses in the
next 12 months

37

22

Stage 2
Lifetime
expected
credit losses

120

-21

191

177

191

Stage 3
Lifetime
expected
credit losses

230

Overrule

Total
387

25

=75 48
-75 440

-75 403
37
-75 440

The tables also include impairment losses on off-balance items (unused credit and guarantees). These are presented as other liabilities in the

balance sheet.

Unaudited
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6. NON-PERFORMING LOANS

All commitments in Stage 3 are defined as being in default. A new definition of default was implemented on 1 January 2021.
Under the new definition, payment default is based on a minimum amount of NOK 1 000 for pretail customers and NOK 2 000
for corporate customers. However, a new relative limit of 1 percent of the customer’s commitment has also been introduced. Both
conditions must be met before a default can be said to exist.

In addition to direct payment default, default will also exist in the event of other objective causes or qualitative assessments and
loss indications. Default will also exist in the following situations:

Forebearance: This may be defined as a combination of financial difficulties and concessions on the part of the bank, where the
bank has granted terms that would not have been granted to a healthy customer.

Unlikeliness to pay: This may relate to breaches of covenant or other information about the customer whose impact on the
probability of default must be evaluated.

New contagion and quarantine rules have also been introduced, which means that if a joint loan is defaulted, co-borrowers will
be tainted, and there will be a quarantine period of three to 12 months from the date on which the default is cleared until the
customer is declared healthy.

.............. PARENT BANK NOKmilOn e GROUP
31.12. 31.03. 31.03. 31.03. 31.03. 31.12.

...... 20207 | 2020% 2021 ., 202120207 20207
........... 961 1129 891  Total non-performing loans(step3) ... 946 1186 1009
............ 27 .24 216 Impairmentlossesinstage3 ... 207242218
...144 888 675 . Netnon-performingloans . 729 %44 . 791
...... 226% . 213%  242%  Provisioning non-performing loans o .....229% 204%  216%
....... 152% 178%  140% Total non-performing loansin % of grossloans . 084%  110%  0.90%
*New deifinition effective from 1 January 2021, historical numbers are not directly comparable.

7. IMPAIRMENT LOSSES BY SECTOR, INDUSTRY AND STAGE

Impairment losses by sector and industry

PARENT BANK NOK million GROUP

Total impair-
Stage 2 Stage3 ment losses as
of 31.03.2021

Stage 1

Total impair-
ment losses as Stage 3
of 31.03.2021

88 138 216 442
LT A 409
12 17 3 32

Total impairment losses on loans, 451 217 141 93
_guarantees and undrawn credit
_Impairment losses onlending 419 214 125 .80,

Impairment losses on unused credits 32 3 17 12

and guarantees

Industries are presented based on official industrial codes and are grouped as the Group reports these internally.
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8. MIGRATION OF GROSS LOANS

NOK million
GROSS LOANS

Gross loans as at 01.01.2021
Transferred to stage 1

Transferred to stage 2

Transferred to stage 3

Net change on present loans

New loans

Derecognised loans

Change in value during the period
Gross loans as at 31.03.2021

NOK million
GROSS LOANS

Gross loans as at 01.01.2020
Transferred to stage 1

Transferred to stage 2

Transferred to stage 3

Net change on present loans

New loans

Derecognised loans

Change in value during the period
Gross loans as at 31.03.2020

NOK million
GROSS LOANS

Gross loan as at 01.01.2021
Transferred to stage 1

Transferred to stage 2

Transferred to stage 3

Net change on present loans

New loans

Derecognised loans

Change in value during the period
Gross loan as as 31.03.2021

NOK million
GROSS LOANS

Gross loan as at 01.01.2020
Transferred to stage 1

Transferred to stage 2

Transferred to stage 3

Net change on present loans

New loans

Derecognised loans

Change in value during the period
Gross loan as as 31.03.2020

Unaudited

Amortised cost

Stage 1 Stage2  Stage 3 Gross
loans

95 757 9697 977 106 431
1596 -1570 -26 0
-1533 1548 -15 0
-43 -46 90 0
-4 323 160 -53 -4 217
17 103 1235 5 18 343
-11378 -1304 -75 -12 758
97178 9720 902 107 800
......................... Amortisedcost
Stage1 Stage2 Stage3 Gross
loans
89 466 10 710 839 101016
1752 -1729 -23 0
-2 390 2 410 -21 0
-164 -72 235 -0
432 27 1 460

12 051 681 9 12 741
-10 376 -1335 -44 -11756
90772 10 692 998 102462
Amortised Fair value through other
cost comprehensive income

40 832 16 735

0 -0

0 0

0 0

-3 959 526

6 744 7 892

-2 015 -4772

41601 20 382
Amortised Fair value through other
cost comprehensive income

39106 21751

O -

0 0

_O -

504 169

2 323 3369

-2 232 -7 18

39701 18171

Fair
value
5575

Fair
value
5689

276
-419

5545

Fair
value
5689

GROUP

Total gross loans
incl. accrued interest
112 006

0

0

0

-4 217

18 565

-13 055

-80

13 220

GROUP

Total gross loans
incl. accrued interest
106 704

0

0

-0

92

13188

-11977

108 007

PARENT BANK

Total gross loans
incl. accrued interest
63142

0

0

0

-3 433

14 858

-7 084

67 403

PARENT BANK

Total gross loans
incl. accrued interest
66 545
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9. CUSTOMER DEPOSITS BY SECTOR AND INDUSTRY

PARENT BANK NOK million GROUP

The breakdown is based on official industry codes and corresponds to the Groups internal reporting.

10. LOANS TO CUSTOMERS BY SECTOR AND INDUSTRY

PARENT BANK NOK million GROUP

*Impairment losses on lending relate only to loans to customers and do not include impairment losses on unused credit and guarantees. Im-
pairment losses in this note are not comparable to other figures relating to losses.

The breakdown is based on official industry codes and corresponds to the Group’s internal reporting.
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11. FAIR VALUES OF FINANCIAL INSTRUMENTS

Classification of financial instruments
Financial instruments are classified at different levels.

Level 1:
Includes financial assets and liabilities measured using unadjusted observable market values. This includes listed shares,
derivatives traded via active marketplaces and other securities with quoted market values.

Level 2:

Instruments measured using techniques in which all assumptions (all inputs) are based on directly or indirectly observable
market data. Such values may be obtained from external market players or reconciled against external market players offering
these types of services.

Level 3:

Instruments measured using techniques in which at least one essential assumption cannot be supported by observable market
values. This category includes investments in unlisted companies and fixed-rate loans where no required market information is
available.

For a more detailed description, see Note 22 Fair value of financial instruments in the 2020 Annual Financial Statements.

PARENT BANK NOK million GROUP
Recognized Fair value 31.03..2021 Recognized Fair value
value Level 1 Level 2 Level 3 value Level 1 Level 2 Level 3
Assets recognized at amortised cost
802 802 Cash and receivables from central banks 802 802
5508 5508 Loans to credit institutions 1141 1141
41198 41198 Net loans to customers (floating interest rate) 107 381 107 381
Assets recognized at fair value
5420 5420 Net loans to customers (fixed interest rate) 5420 5420
20 375 20 375 Net loans to customers (mortgages)
18 212 18 212 Bonds and certificates 20 668 20 668
170 7 163  Shares 170 7 163
641 641 Financial derivatives 1544 1544
92 326 7 25163 67156 Total financial assets 137 126 7 24155 112 964
Liabilities recognized at amortised cost
2823 2823 Liabilities to credit institutions 2609 2609
60 865 60 865 Deposits from customers 60 822 60 822
13 956 14 080 Liabilities from issue of securities 55 356 55 624
3004 3 031 Senior non-preferred 3004 3031
1653 1684 Subordinated loan capital 1653 1684
Liabilities recognized at fair value
474 474 Financial derivatives 673 673

82775 21942 60865 Total financial liabilities 124 117 63 621 60 822

Unaudited

27



28

PARENT BANK NOK million GROUP
Recognized Fair value Recognized Fair value

value Level 1 Level 2 value Level 1 Level 2

............................. PARENT BANK e NOKMIIOD s e OROUR .
Recognized Fair value 31.03.2020 Recognized Fair value
value Level 1 Level 2 Level 3 value Level 1 Level 2 Level 3

Unaudited



Movement level 3
GROUP

NOK million

Recognized value as at 01.01.2020
Acquisitions Q1

Of which, transferred from level 1 or 2
Change in value recognized during the period
Disposals Q1

Reclassified as assosiated company
Recognized value as at 31.03.2020
Acquisitions Q2-Q4

Of which, transferred from level 1 or 2
Change in value recognized during the period
Disposals Q2-Q4

Reclassified as assosiated company
Recognized value as at 31.12.2020
Acquisitions Q1

Of which, transferred from level 1 or 2
Change in value recognized during the period
Disposals Q1

Reclassified as assosiated company
Recognized value as at 31.03.2021

PARENT BANK

NOK million

Recognized value as at 01.01.2020
Acquisitions Q1

Of which, transferred from level 1 or 2
Change in value recognized during the period
Disposals Q1

Reclassified as assosiated company
Recognized value as at 31.03.2020
Acquisitions Q2-Q4

Of which, transferred from level 1 or 2
Change in value recognized during the period
Disposals Q2-Q4

Reclassified as assosiated company
Recognized value as at 31.12.2020
Acquisitions Q1

Of which, transferred from level 1 or 2
Change in value recognized during the period
Disposals Q1

Reclassified as assosiated company
Recognized value as at 31.03.2021

Sensitivity analysis

Changes in value as a result of a change in credit spread of 10 basis points.

GROUP / PARENT BANK

NOK million

Loans to customers

- of which loans to corporate market (CM)
- of which loans to retail market (RM)

Unaudited

Net loans

to customers
5689

276

-1
-419

5545
975

129
-1073

5575
222

-80
-297

5420

Net loans

to customers
27 422

-3 301

-419

23701
4552

129
-6 077

22 304
3868

-80
-297

25796

31.03.2021
21

2

19

Of which
credit risk

13

14

25

33

Of which
credit risk

13

14

25

33

31.03.2020
20

3

17

-26
168
38

181
-1857

160

-26
168
38

1811
-1857

160

163

31.12.2020
20

2

18
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12. FINANCIAL DERIVATIVES, COLLATERAL RECEIVED AND OFFSETTING
Sparebanken Sgr og Sparebanken Sgr Boligkreditt AS have agreements that regulate counterparty risk and netting of derivatives.

ISDA agreements have been concluded with financial counterparties where a supplementary agreement has been signed with
regard to collateral (CSA). Through the agreements, the Group has the right to offset balances if certain events occur. The
amounts are not offset in the balance sheet due to the fact that the transactions are normally a gross settlement. Sparebanken
Sar (parent bank) has also entered into an agreement on clearing derivatives where the counterparty risk is transferred to a
central counterparty (clearing house) that calculates the need of collateral. The assets and liabilities are presented in the table
below.

LT W— 31032021
Financial Financial derivatives Delivered/received

NOK million Book value instruments - presented as net collateral Net

Derivatives - assets e e 1544 232 1006 o 597 .08

Derivatives - liabilities e O3 539 e 35 145 n

N e 871 Do 871 .42 419

GROUB oot e eI ............................c..ccrvessoesunssesssesnnsssessosssmssmssesssessmssssssssnsensross 31.03.2020
Financial Financial derivatives Delivered/received

NOK million Book value instruments - presented as net collateral Net

P RN T B AN K e e 31.03.2021
Financial Financial derivatives Delivered/received
NOK million Book value instruments - presented as net collateral Net
Derivatives -assets 641 o 339 302 o6 196
Derivatives - liabilities L TATA 339 135 145 n
N et 167 O i T 39 .207
D R e T B AN K oo eesee oo sseeee e eses s s R e 31.03.2020
Financial Financial derivatives Delivered/received
NOK million Book value instruments - presented as net collateral Net
Derivatives - assets e e 1324 226 098] 51 %47
Derivatives - liabilities e 838 ) 226 e O12 i 28T -25
Netto 486 0 486 36 521
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13. DEBT SECURITIES AND SUBORDINATED LOAN CAPITAL

Debt securities Group

NOK million 31.03.2021 31.03.2020 31.12.2020
Bonds, nominal value 54 667 55597 55989
Value adjustments 568 769 735
Accrued interest 122 142 161
Debt incurred due to issuance of securities 55 356 56 508 56 885

Change in debt securities - Group
Matured/ Other changes

NOK million 31.12.2020 Issued Reedemed during the period 31.03.2021
Bonds, nominal value 55989 5180 -4 760 -1742 54 667
Value adjustments 735 -167 568
Accrued interest 161 -40 122
Debt incurred due to issuance of securities 56 885 5180 -4 760 -1949 55 356

Debt securities - Parent bank

NOK Million 31.03.2021 31.03.2020 31.12.2020
Bonds, nominal value 13 757 15 712 13 899
Value adjustments 106 247 184
Accrued interest 94 110 66
Debt incurred due to issuance of securities 13 956 16 070 14 149

Change in debt securities - Parent bank
Matured/ Other changes

NOK million 31.12.2020 Issued Reedemed during the period  31.03.2021
Bonds, nominal value 13899 0 0 -142 13 757
Value adjustments 184 -79 106
Accrued interest 66 28 94
Debt incurred due to issuance of securities 14 149 (0] 0 -192 13 956

Change in subordinated capital - Parent bank and Group
Matured/ Other changes

NOK million 31.12.2020 Issued Reedemed during the period  31.03.2021
Subrdinated loans 1650 0 0 1650
Accured interest 3 0 3
Total subordinated loan capital 1653 (0] 0] (0] 1653

Change in non-preferred senior debt - Parent bank and Group
Matured/ Other changes

NOK million 31.12.2020 Issued Reedemed during the period  31.03.2021
Non-preferred senior debt 2000 1000 0 0 3000
Value adjustments 2 1 1
Accured interest 0 2 2
Total non-preferred senior debt 2002 1000 0 3 3004

Unaudited



32

14. EQUITY CERTIFICATE HOLDERS

The 20 largest equity certificate holders as at 31.03.2021 were as follows:

Number Share of Number Share of
NAME of EC EC-CAP. % NAME of EC EC-CAP. %

As of 1 January 2021, the ownership ratio was 17.3 percent. Hybrid capital, classified as equity,has been excluded when
calculating the ownership ratio. As of 31 March 2021, the ownership ratio was 16.1 percent.

The equity certificate capital amounted to NOK 783197 200 distributed over 15 663 944 equity certificates, each with a nominal
value of NOK 50. At the reporting date, Sparebanken Sar owned none of its own equity certificates.
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Risk and capital management

The Group’s risk management procedures ensure that the Group’s risk exposure is known at all times and are instrumental in
helping the Group to achieve its strategic objectives and comply with legal and regulatory requirements. Governing targets are
established for the Group’s overall risk level and each specific risk area, and systems are in place to calculate, manage and control
risk. The aim of capital management is to ensure that the Group has an acceptable tier 1 capital ratio, is financially stable and
achieves a satisfactory return commensurate with its risk profile. The Group’s total capital ratio and risk exposure are monitored
through periodic reports.

Credit risk

Credit risk is defined as the risk of loss due to customers or counterparties failing to meet their obligations. One of the key risk
factors relating to Sparebanken Sgr’s operations is credit risk. Future changes in the bank’s losses will also be impacted by
general economic trends. This makes the granting of credit and associated processes one of the most important areas for the
bank’s risk management.

Credit risk is managed through the Group’s strategy and policy documents, credit routines, credit processes, scoring models and
authority mandates.

Market risk

Market risk generally arises from the Group’s unhedged transactions in the interest rate, currency and equity markets. Such
risk can be divided into interest rate risk, currency risk, share risk and spread risk, and relates to changes in results caused by
fluctuations in interest rates, market prices and/or exchange rates. The Board of Directors establishes guidelines and limits for
managing market risk.

Liquidity risk

Liquidity risk relates to Sparebanken Sgr’s ability to finance its lending growth and fulfil its loan obligations subject to market
conditions. Liquidity risk also includes risk of the financial markets that the Group wishes to use ceasing to function. The Board
of Directors establishes guidelines and limits for the management of liquidity risk.

Operational risk

Operational risk is defined as the risk of losses resulting from inadequate or failing internal processes, procedures or systems,
human error or malpractice, or external events. Examples of operational risk include undesirable actions and events such as IT
systems failure, money laundering, corruption, embezzlement, insider dealing, fraud, robbery, threats against employees,
breaches of authority and breaches of established routines, etc.

Business risk

Business risk is defined as the risk of unexpected fluctuations in revenue based on factors other than credit risk, liquidity risk,
market risk and operational risk. This risk could, for example, derive from regulatory amendments or financial or monetary policy
measures, including changes in fiscal and currency legislation, which could have a negative impact on the business.

All risk at Sparebanken Sgr must be subject to active and satisfactory management, based on objectives and limits for risk
exposure and risk tolerance established by the Board of Directors.
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Quarterly trend in results
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Key figures Group 2015-2020
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Calculations

NOK million 2021 2020 2020 2020 2020 2020

The Board of Directors’ report and accounting presentations refer to certain adjusted figures, which are not defined by IFRS (Alternative Performance Measures - APM). For definitions of Sparebanken Ser's

APM, please refer to next section.
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Alternative performance measures - APM

Sparebanken Sar’s alternative performance measures (APMs) provide useful information which supplements the financial
statements. These measures are not defined under IFRS and may not be directly comparable with other companies’ adjusted
measures. The APMs are not intended to replace or overshadow any IFRS measures of performance, but have been included to
provide a better picture of Sparebanken Sar’s underlying operations.

Key financial ratios regulated by IFRS or other legislation are not considered APMs. The same is true of non-financial information.
Sparebanken Sar's APMs are presented in the key figures for the Group, in the calculations and in the Board of Directors’ report.

APMs are shown with comparable figures for earlier periods. All APMs referred to below have been applied consistently over

time.

Sparebanken Sor’s APMs and definitions

Measure

Return on equity
(ROE)

Book equity
per ecuity certificate
(including dividend)

Profit / diluted
earnings per equity
certificate

Growth in loans as %,
last 12 months

Growth in deposits
as %, last 12 months

Cost/income ratio
(Expenses as % of
income)

Price/book equity
per equity certificate

Losses on loans

as % of net loans
(annualised)

Gross non-performing
loans (over 90 days)
as % of gross loans
Lending margin

(CM and RM)

Deposit margin
(CM and RM)

Average lending rate
Average deposit rate

Unaudited

Definition
ROE provides relevant information on Sparebanken Segr’s profitability by measuring the ability to generate profits
from the shareholders’ investments. ROE is one of the Group’s most important financial APMs and is calculated
as: Profit after tax for the period (adjusted for interest on hybrid capital) divided by average equity (adjusted for
hybrid capital).
This key figure provides information on the value of book equity per equity certificate. This enables the reader
to assess the reasonableness of the market price of the equity certificate. Book equity per equity certificate is
calculated as the equity certificate holders’ share of the equity (excluding hybrid capital) at the end of the period
divided by the total number of outstanding certificates.
This key figure provides information on the profit/diluted earnings per equity certificate in the period. Profit per
equity certificate is calculated by multiplying profit after tax by the equity certificate ratio, divided by the number
of equity certificates issued. Diluted earnings per equity certificate is calculated by multiplying majority interests by
the equity certificate ratio, divided by the number of equity certificates issued.
Growth in lending over the last 12 months is a performance measure that provides information on the level of
activity and growth in the bank’s lending business. The bank uses Sparebanken Sgr Boligkreditt (SSBK) as a source
of funding, and this key figure includes loans transferred to SSBK since this better reflects the relevant comparable
level of growth. Lending growth is calculated as gross loans incl. loans transferred to SSBK at period-end minus
gross loans incl. loans transferred to SSBK as at the same date in the previous year, divided by gross loans incl.
loans transferred to SSBK as at the same date.
Growth in deposits over the last 12 months provides information on the level of activity and growth in the bank’s
financing of lending activities that is not established in the financial market. Deposit growth is calculated as total
deposits at period-end minus total deposits at the same date in the previous year, divided by total deposits at the
same date in the previous year.
This ratio is included to provide information on the correlation between income and expenses and is considered to
be one of Sparebanken Sar’s most important performance measures. It is calculated as total operating expenses
divided by total income.
This measure is used to compare the company’s current market price to its book value. It is frequently used to
compare banks and is calculated as Sparebanken Ser’s closing equity certificate price at the end of the period
divided by the book value per equity certificate.
This key figure indicates losses on loans as a percentage of net loans. It is calculated as losses on loans (including
losses on loans transferred to SSBK) divided by net loans (including loans transferred to SSBK) at period-end.
Where information is disclosed on loan-loss ratios for periods shorter than one year, the ratios are annualised.
This ratio provides relevant information on the bank’s credit exposure. It is calculated as total non-performing
exposure (over 90 days) divided by total loans, including loans transferred to SSBK, at period-end.

Measures the group’s average margin on loans, calculated as average lending rate in the period less average
3-month NIBOR for the period. The average lending rate is calculated as interest income from loans to customers
divided by average loans to customers in the period.

Measures the group’s average margin on deposits, calculated as the average 3-month NIBOR in the period less
average deposit rate in the period. The average deposit rate is calculated as interest expense on customer deposits
divided by average deposits from customers in the period.

See Lending margin (CM and RM) above.

See Deposit margin (CM and RM) above.
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